Private Inurement Expressly
Prohibited for Section 501(c)(4)
Organizations

Notice 96-47

This notice summarize an important
aspet of Taxpaye Bill of Rights 2
related to the amendmento § 501(c)(4)
of the Internd Revene Code Taxpayer
Bill of Rights 2, Puh L. No. 104-168,
110 Stat 1452 (TBOR2 was enacted
July 30, 1996 Se= Notice 96—46 page
7, this Bulletin, for aspect of TBOR2
relatel to excise taxes on exces benefit
transactios engagd in by § 501(c)(4)
organizatios and § 501(c)(3 organiza-
tions (excep private foundations) and
Notice 96—-48 pace 9 , this Bulletin, for
disclosue requiremerg for, ard in-
crease in certan penalties on, exempt
organizatiors generaly.

Private Inuremet Expressy Prohibited
for § 501(c)(4 Organizations

TBOR2 amend § 501(c)(4 to ex-
pressy prohibit inuremen of ary pat of
the net earning of an entity otherwise
describé in tha sectim to the benefit
of any private shareholde or individual.
Tha amendmeh applies to inurement
occurrirg on or after Septembe 14,
1995 The amendmen does nat appl,
howeve, to inuremen occurrirg prior to
Januay 1, 1997 if tha inuremen re-
sults from a written contrat¢ tha was
binding on Septembe 13, 1995 and
continual in force through the time that
the inuremen occurred.

Commerg on Future Guidane@ Invited

The Servie invites commens on the
amendmersg mace by § 1311(b) of
TBOR2 (the amendmen to § 501(c)-
(4)). The Servie will conside these
commens in drafting future guidance In
orde to isswe this guidan@ promptl,
the Servie request tha written com-
mens be submittel by Decembe 12,
1996 Serd submissios to: CC:DOM:
CORPR (Notice 96-47) Roaom 5226,
Internd Revene Service POB 7604,
Ben Franklin Station Washington DC
20044 Submissios may be hand-
deliveral betwea the hours of 8 a.m.
ard 5 p.m. to: CC:DOM:CORPR (No-
tice 96-47) Courig’s Desk Internal
Revene Service 1111 Constitution Av-
enue NW, Washington DC. Alterna-

tively, taxpayes may submt comments
electronicaly via the Internd directly to
the IRS internd site at http://www.irs.
ustreas.gov/pod/tax_regs/comments.
html.

The principd autha of this notice is
Phyllis Haney of the Office of Associate
Chief Counsé (Employes Benefis and
Exemp Organizations) For furthe in-
formation regardirg this notice contact
Ms. Haneg/ on (202 622-429 (nat a
toll-free call).




